GRODE v. MUTUAL FIRE. MARINE AND INLAMD INS. €, 953

the statute, and where that understanding
out of both the agency's daily experi-
‘:'I'm siministering it statute and itz fa-
miltarity with the nitial legslative drafting
process, the Secretary’s argument has cons
siderable ‘power to persoade,’ 884 F.2d ot
§36-27 (Breyer, J. concurring) (quoting
Skidmore & Sl & Co, 328 U5, 184, 140,
85 S0t 18], 164, 50 [Ed 124 (15443

We conclode that § 667(b)1), prar to its
1688 pmendment, was susceptible to varhos
interpretations, We agres with the able dis-
triet judge that the implementation of § 302.-
51BN} vwas b‘n‘l.lh.l.h‘l." I some cases sinee it
resulted in & denisl of the $50 pass-through
to AFDC reciplents through no fault of thelr
own, S Lupondo, BOE F.Supp. &t 288
Wilsar, 5684 F.2d at 520, Buat while we can
easily =ee how the Secretary might have
reasonably chosen to interpret the statute to
permit pass-throughs for moaths in which

nts were not recelved in arder to mitl-
I hurdship, we canpot say that such an
interpretation was compedled or that the See-
retary’s contrary interpretation as embodied
in § 302.51(b}1) was an impermissible, and
heree irvalld, construction of the statute
Cheveon, 467 UE at B394 104§ SCo at
TR

Becaiman we find that § D0251(b1(1) did not
vinlate the statutery mandsts of § 65T(BI1L
we nedd not reach the defendonts’ other
Arguments,

CONCLUSION

We reverss the decision of the districf
eourt.

Coimas d FAd 953 (3rd Cir. 1999)

George F. CRODE, Insurance Com-
missianer of the Commonwealth
of Pennsylvania

L3

The MUTUAL FIRE, MARINE AND
INLAND INSURANCE
COMPANY.

Cynthin M. MALESKI Acting Insurance
Commissioner of the Commonwealth of
Pennsvivania, as Acting Rehabillistor of
the Mutunl Fire, Marine & Inland In-
surance Co,

W,

BRITTANY INSURANCE (COMPANY:
Belvedere Underwriting Agemis, Lid:
Belvedere Underwriting Agents, Lid. for
and on behalfl of Belvedere [nsurnnce

Company,

Britiany Insurance Company, Lid
Appellant in No, 931128,

Belvedere Insurance Compatiy, Lid.
Appellant in No. 933024,

Nos. 83-1128, §9-11%0.

United States Congt P Appeals,
Thifd Clrenit.

Argfied ASE 10, 1994
Dhesciclied” Ot 21, 10664,

Rglichring and Rehearing En Base
Dienied Nov. 16, 1598,

Commonwealth insuranee commissionsr
brought action on behalf of msolvent insur-
ancé companies agairst foregm refnsarers,
and reinsurers successfully removed case to
federal court. The United States District
Court for the Eastern District of Pennsyiva-
ola, James T. Gies, J. denisd motion to
compel arbitration. granted eross motion fo
phetsin, and remanded cass to common-
wealth coart.  Appeal was taken, The Court
of Appeals. Rosenn, Cireuit Judge, held that
phatention was not appropriate |n ordinary
contract action brought on behalf of nsalvent
insurer aheent amny important regolstory
stnte interests, partieularly where federal B-
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sue wikk raised on whether to compel arbitra-

tion pursuant to federsl treaty and federal
SLarue,

Heversed and remanded.

1. Federal Courts <=3

Under “Pullman abstemtion,” federal
eourts should abstain from rendering desi-
gian when diffleult and unsettled guestions of
state luw must be resolved before substantial
federal constitutional question can be decid-
ed

See publication Words and Phrases
for ather judicial capstructians and d=(,
imktions

2 Federal Courls =43

Under “Burford abstfgtied federal
pourt should exercise Fquiteble discretion
and refrain from exegaisfand’ suthority over
questions invalving (hisie problems in state
policy pertaining to Pegllation of important
stute naturpleeshirees, aven I federal court
jurisdictions predicated on diversity of itk
1rr_nl1.i|'.|.

e Pl.ﬁlh:m:lnn. Words and FPhrases

Lot other rudicial consiructsons and del-
i Bens

L Federal Courts 2={1

Under *Calomds Biver abstenton™ fed-
era| court may abstain in ease imvolving ex-
ceptional chreumstances, in event of expreiss
of sopcurrent jurisdietion. such me inconve-
olepes of federal farum, desirability of avoid-
ing piecemeal litpation, and order in which
Jurisdietion was obtained by concorrent fo-
rEms.

See publication Words and Phrases
[or oither judicial constroctions and ded-
initkoms

i. Federal Courts =04

Under “Younger abstention” ecourts af
fuity are pot to act, parbicularly to restrain
eriminnl prosecution, if moving party has ad-
eguente remedy et lw and will not suffer
irreparable infury; nterference by federal
cotrt in crimingd prosecution obstructs state
offorts to opersie ite judscial system and
affends principles of eomity

See publication Wards and Phrases
for paher judecial construcisons and del
ikl

% FEDERAL REPORTER, 14 SERIES

5. Federal Courts =43

Federal court may abstain in diversity
case in which state law 48 Gaclear and impor-
wnt state interest iz % stake.

6. Federal Cousts"&=755, 813

[n reviewing district court's shstention,
underiying Jegal qlestions are subject to ple-
niry réwewbit decision to abstain |8 re
viewEd\om, abuse of discretion

T.\E'#deral Courts ©=511

Whether case falls within range withi,
which & district court may exercise diseretion
is matter of low, reviewahle on plesary basks

E. Federal Courtz =41

Federnl courtz have virtually uniflagging
ohiigntion to exsrrise properly imvoked joris-
diction unless established abstention doctrine
anplies to permit federal sourts to abstain
from exercising jurisdiction dus to overriding
principles of federaltsm, comity, end jodics]
economy. 2 USCA § 1Hl; USCA
Conag. Art. 3, § 1 &t seq.

9. Federnl Courts =47

Burford pbstention was not appropriste
in srtion brought an behall of insabvent insur-
er against foreign reinsurers where o ime
portant regulatory state interests wers in-
volved and federnl issue was ruised as to
whether to eompel srbitration purssant to
federal treaty and federal statube; state reg-
ulatory scheme would not be diErapted by
federsl eourt's disposal of cass,

Eugens Wallan, Ronald J. Theleen (ar
gued), Jeffrey B, Gold, Mound. Cotton &
Wallan, New York City, for appellants.

G. Alan Bailey (srpoed), Muotus] Fire M-
rine & Intand Ins. Co. Philadelphis, PA, for

appelless,
Before: SCIRICA. COWEN, and
ROSENN, Clreuly Judges.

OFINION OF THE COURT
BROSENN, Circuit Judge
Thizs cuse ruises & question whether ander

et 16 doctranes o Fur-
s e e Siatas ™
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render jurisdiction to & state court af an
opdinary contraet claim Initially brought inoa
ptate court in behall’ of an insalvent insurance
rompary and removed to & federal district
eort by forelgn defepdants on grounds of
diversity.

The facts snd proeedural history are not
complex and we resite only those necssspry
to dispose of the narrow issse before ws.
Cymtkia M. Maleskd & the Insuranee Cam-
missioner of the Commonwealth of Pennsyl-
varda and the State Statutory Rehabilitatar !
of the Mutisl Fire. Marine and Inland Insur-
ance Company (Mutuml Fire). Butual Fire
5 o muiual property, caszalcy, and special
risk insurance company organized under the
bnws of the Commonwealth of Pennsyhania
It has peersed o defiell exeeeding S400,000.-
M) which has been described as one of the
largest insurer inscdvencies in the Hatory of
the United Staies

The Commonwealth Court of Pernaylvania
(Commuonwealth Court) eptered an Order of
Bshshilitation, pursusnt te which the Reba-
bilitator has taken econirol of the assets and
affpirs of Mutusl Fire, The Rehabditator
bas proposed a comprebensive plan of reha-
hilitation to remedy Motoal Flre's financial
condition,

Belvedere Insurunce Company, Led. (Bel-

vedere) and Brittany Insurance Compapy|

Lid. (Brittany) are Bermuoda corporatons
(hereinafter referred to as the Bermuda, Cors
porations), with their principal ph.:._mgf-h»
ness located in Hamilton, Befoudn) The
Insuranee Commissioner =it in the
Commonwealth Court sl \P#fmsyhania
against the Bermuda Cm'ph;l:l.nnl. alleging
ﬂmmmm%m faled to pay
almast $5,000,000 ¢ Mutiial Fire ewed under
NUEPHES cootracts (the tres.

Hes) btmm Larporations and
Mutzal .\ Thiereafter, the Commizsioner
flled inthe) a&mmull.h Court Petitions to
Compal P'lﬁneﬂl of Current Dbligations Past
Dite [y the Bermuada Corporntions] in asear-

dance with the Plan of Eehsbilitation. On
Detober 15, 1582, the Bermuda Carparations
successfully petitioned for removal of the
l. The Rehabilitator draws her authority from a

specialized Penmsylvania statniory scheme fior
the adminssiramon of imsolvens maurers. 40 Pa5

cases to the United States [estriet Court for
the Eastern Distriet of Pennaylvania,

The Bermuda Corporntions eontended that
the treaties under which they allegedly owad
miosles to Mutusl Flre eontalned brosd arhi-
tration clamses. Consequently, on October
27, 1862, they moved that the district court
compe arbitration in this matter pursuant to
the Convention on the Heeognition and En-
forcement of Foreign Arbitral Awards (the
Comvention), % USCA 56§ 200-08 (West
1970 and Sopp.1953), and the Federal Arbi-
iraticn Act (FAA) B USCA §§ 1 ef seq
(West 1970 and Sopp. 19931, The Commise

sioner and Mutual Fire filed 0 cross-motiems,

urging, infer alin that the district, cgurt
refrain under federal abstention dbetenes
from exercising jursdiction over thiy cuse.

On Jaruary 14, 1593, thegistiet court
derded the mation to mmpﬂ'yb]hu.ﬂnr Ia-
stead, it granted thae l:rmh—ﬂhl:wh to ahatain,
and remanded the [fame o the Common-
wealth Court. The Bermuda Corporations
dmely ippubqﬂuﬂm court. We reverse.

L

Thaﬂquﬁ!e-:f.hemsue before this court
is st whether the underlving dispute be-
twestrthe Bermuda Corporations and Mutual
“‘li'vll subject to mandatory arbitration, an
jsfuwe which the district court did not decide,
but whether the district court properly ab-
stained from exercising jurisdietion. Thus,
on appeal we nesd pot determine whether
the district court should have eompelled arbi-
trathan, but stmply whether the district eours
mmproperly surrendered federal jurisdiction
after the Bermuda Corporations removed the
Gtigation to the district court.  Consegquently.
we peed mot sddress the nemerous argu-
ments ruised by the parties pertaining to the
applicabiity of the FAA and the Copvention
to this case

[1] Beecagse the district court in this case
abstained from exercising jurisdiction. belbv-
ing four types of federal abetention applied. o
brief statement of the origin of the absten-
tion doctrine and s development over the

§ 22 0-221.63 ithe Ineuramee Act) and is subs

JECT w8 the Sikmate supervision al the Cammon-
wicklth Cowrt of Pemnivlvania

Unitéd States
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past half century may be helpful  Although
zbstemtion has |t3 roots in the Supreme
Court's dectsion in £r Porfe Foung, 208 U8
I35 28 B.Cc. 441, 62 LLEd. V14 (1505), it wus
not until 1841 that the dectrine achieved full
expression in Roedlmad Commizsionsr g
Pullman Co, 312 U5 406, 61 3.0 643 BS
LEd 971 1841k Note, Abstendion; An Ex-
proiee i Federalissi, 108 U Pl . Rey, 295
I (1568). Puliman ahstention dirscts that
federal sourts should abstain from resdering
i decision “when diffieult and snsettled ques-
tors af state law must be resalved before a
substantinl fedornd constitutional questien,
can be desided” ['wited Services Mip
Ase'n, o Muir, 792 F.2d 356, 361 MdN\Cir,
10861, cert. demied, 479 U5, 1081J07N\E.00
&75, 83 L.Ed.2d 830 (1887) (quotthg Aowadi
Housing Authority v Midhif W67 0.5, 209,
238, 14 5.Ct. 2321, 2320 51 Y-Ed2d 156
(108471, Prllman ahejeftionds’ not &n isse
irs this case and it was wot abe of the types of
abatention reliedepn by the district eourt
We, thereforad” Will\pot further disciiss it

The otherthres types of abstention are the
Birrforg Abstedtion, Colorade River absten-
thor,_arel Poffaper abstention. The district
couft in Yhe nstant cuse relied on all three of
théme\prpes of abstention, as well as on Lowi-
i’h.b;rl Pooer & L Lpﬁ:f Ca v Thibodeuz 350
2= 05, 78 5.Ct. 1070, 3 L.Ed4.2d 1058 {1969),
which it characterized as a fourth type of
ahstantion,

[2] The Buwrford abstention, first enunci
ated by the Supreme Court I Swurford &
Sam Ohil Ca., 318 U8, 315, 63 5.0 1008, 57
L.Ed. 1424 (1543}, just two vears after full-
maetir, Beebd that federnl courts should exercise
equitable diseretion and refrain from exercis-
ing authorty over questions lmvalving basie
problems of state policy pertatning to the
regulation of important state natural re-
sources, even i federal court jurisdiction &
pre=ficated on diversity of citizenship, The
Court subsequently observed in Colorodo
Hiver Water Conservation [Hatricf & ('mited
Sratex. 424 US. 500, 88 S.Cr 12356, 47
L.Ed2d 453 (1976

[Wkere the State had established its own

elabarate review system for dealing with

the geologieal sompiexities af il and gas
flaldds, [federal] peview would have had an

# FEDERAL REMORTER, 3d SERIES

impermisaibly disruptive effect on state

palicy for the menagement of those felds.
fd. at 815, 96 5.CL. ot 12457 Busford absten-
tion & usually applied tg state regulstory
matters such as estalfligiing rates for nutural
g8 or transportativg \discontinuing railresd
passenger services, Alnbama Public Services
CommismionNg Soifhern Ruilway 341 US,
341, 71 SO0, 96 L.LEd 1002 (19513, dis-
contin@ing intrastate air service, Allsgheny
Airtirgg 5/ Peensylvania Pub Dbl Com'n,
A5 Pgd 237 (3d Cir.), cort demied 410 US
54358 5.Ce. 1367, 35 L.Ed2d 609 (19735, or
dpplying state eminent domain procedures,
Ahlrengfeld v Siephena B3 F.2d 158 (Tih
Cir. 19750,

[3] In Colorads Biwer, the Court enund-
ated & somewhat relsted doctrine that al-
lowed & federal court to abstain in & ose
involving complicated Indian tribe water
rights where Congress enacted |egislatian
granting state court jurisdietion. The Coart
poncladsd that the federal legislation “be-
speaks a policy that recognizes the arailabili-
ty of comprebensive state systems for adjudi-
cathon of water rights as the means for
nchieving these goals,” which, together with
other exceptional circumstances, indicsted
the propriety of federal abstention. Colora-
do River, 424 U5, at 818, 86 5.0t at 1247
Among the exceptional clreumstances to be
considersd by & federul court, in the event of
an exervise of concurrent jurladiction are:

(Thhe inconvenienes of the federal farum:

the desirability of avaiding piecemsnl liti-

gatian: and the arder in which jurisdiction
was obtmined by the concurrent fonsms.

Mo ape factor i nesessarily determinative;

& carefully considersd judgment takng

into sceount both the obligation to exercise

juriadiction and the combination of factars
counselling against that exercise &
quired. Owly the clecrest of fustificotico
will warramt dismissl
Moaen H Cone Memorial Hospital v Meren
ry Comstruction Corp., 480 US. 1, 15-16, 108
S0r 027, 08647, ™4 L.Ed2d TG (1582)
iguoting Colovado River, 424 U5, at 51612
B S.Ct ut 124647) (emphasis n original:

[4] The Youmper shstention, ns promul-
gated in Younger v Horria 401 US. 37, 9
United States
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Emes vl W owluldl Uelendant
to have the federal distriet court enjoin a
county distriet attorney from prosecuting
him. The defendant contended that the Cali-
fornia Criminal Syndicalism Act was uncon-
.titutiona.l on its face and inhibited him from
exercising his free speech rights., A three-
Jjudge court held the Act void and issued an
injunction. In reversing, the Court reiterat-
ed longstanding public policy that the basie
doctrine of equity jurisprudence counsels
courts of equity not to act, particularly to
restrain a erimina) prosecution, “when the
moving party has an adequate remedy at law
and will not suffer irreparable injury.” Id, at
43-44, 91 S.Ct. at 750-51. Interference by a
federal court in criminal prosecutions not
only obstructs state efforts to operate its
Judicial system but also offends the principles
of comity
the fundamental premise of Jjudicial feder-
alism which holds that, since both federal
and state courts have a duty to enforce the
Constitution, there is no constitutional ba-
sis, in the absence of some infirmity in the
‘ate Jjudicial process itself, for preferring
deral courts to state courts as adjudica-
tors of federal constitutiona) claims,

Laurence H. Tribe, American Constitutional
Law, § 3-28 at 197 (24 ed. 1988). In Hugf-
man v. Pursue, 420 U.S. 592, 95 S.Ct. 1200,
43 L.Ed.2d 482 (1975), the Court extended
the principles of Younger to a state proceed-
ing civil in nature, which in important re-
Spects was more akin to a criminal prosecu-

tion.

[5]1 The district court in deciding to ab-
stain in this case also cited Louisiana Power
& Light Co. v. City of Thibodaux, 360 U.S,
25, 79 S.Ct. 1070, 3 L.Ed.2d 1058 (1959).
Thibodauz is really a variant of the Burford
abstention doetrine and has not evolved as.a
separate doctrine of its own. The case per-
mits a federal court to abstain in a diversity
ca.here state law is unclear and an impotr-
tan™ ate interest is at stakes=Richman
Bros. Records Inc. v, /.S, Sprint Communi-
cations Co., 953 F.24 14315.1443° (3d Cir.
1991). In Thibodaur, the authority of the
city of Thibodaux to €xpropriate property
was challenged in diversity eminent domain

court,

The Supreme Court approved the district
court’s abstention action, even though the
action was one at law rather than an exer-
cise of equitable Jurisdiction, on the narrow
ground that an eminent domain proceeding
had a “special and peculiar nature” involy-
ing a sovereign prerogative.. .. Because
the issues turned on legislation with much
local variation interpreted in local settings,
the court concluded that “[tlhe consider-
ations that prevailed in conventional equity
suits for avoiding the hazards of serious
disruption by federal courts of state gov-
ernment ... are similarly appropriate in a
state eminent domain proceeding....” A
reading of the opinion makes clear that the
court was not extending the narrow doc-
trine of equitable abstention to actions at
law generally. It was merely etching out a
very limited exception for abstention in
actions at law because of the peculiar na-
ture of eminent domain cases and the un-
clear applicable state law.

Baltimore Bank, Ete o, Farmers Chéese
Coop., 583 F.2d 104, 111-12 (3d Cir'19%8)
(citations omitted).

IL.

[6,7] In reviewing the district sourt’s ab-
stention, the underlying legal“questions are
subject to plenary review, but'the decision to
abstain is reviewed/for\an abuse of discre-
tion. As we stated 'in United Services Auto,
Assm. v Muir,

A district eourt*Has little or no discretion
to abstain\in a case that does not meet
traditional~  abstention requirements.
Within “these constraints, determination
whether the exceptional circumstances re-
quired for abstention exist is left to the
district court, and will be set aside on
review only if the district court has abused
its discretion,

792 F.2d at 361 (citation omitted). Whether
this case falls in the range within which a
district court may exercise discretion is a
matter of law, reviewable on 3 plenary basis.
“Only if we determine that the case falls
within this range will we apply an abuse of
discretion standard in reviewing the district

United States
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coirt’s decision to shstain.”  Cwiversity of
Marpdend © Peat. Mormcick, Main & Co,
023 F.2d 266, 260 (3d Cir1891).

[8] Actng pursusnt to its authoriy un-
der Article [T1 of the United Stutes Constity-
tior, Congress kas mondated that “{t]he dis-
et eodits shall nave nrlg:r_l] jurisdiction of
all eivil actions arsing under the Constite-
tion, lopwx, or treaties of the United Seates ™
28 USC. § 1331 1982y However, the Su-
preme Court has carved out several Umited
exceptions where federnl courts shoald ab-
stain from exercising this grant of jurisdic-
tion due to overriding principles of federal-
ism, comity, and judicial eeonomy. Medical
Muipractice Joini Underwrifing Ass’n n
Prejffer, 832 F2d 240, 242 (ismt Cir10687).
Uniess ona of the established abstention doe-
trines applies, federal courts have o “virtzally
onflagging obligation™ to exercise their prop-
erly invoked jurisdiction. Colornde Rigry
424 U5 at 517, 96 S.CL at 1246, \

We hove no more pight to dedinE~the

exercise of jurisdiction which if{gtwes) than

to usurp that which is not gven, NThe on=
or the other would be treakgn 36 the Con-
stitution.  [Tlhe coutts & the [Undbed

States are bound tqi‘rgm to judgrment

and to afford redbess to soitors befors

them in evericafede which their jurisdic-
tion extegfs \They cannot abdicate their
authorigy % diety in any case in favor of
pnogher) furisdiction. When a Federal
couri\is property appealed to in @ case over
wyhichiVit has by lsw jurisdiction. it is i=
duly to take such jurisdietion.... The

Aght of o party plaintff to choose a Feder-

al court where there s a cholee cannot be

properly denied.
New Orleons Pub, Serv, I'me & Counctl of
New Orieans, 451 U5, 350, 35859, 108 5.0t
2506, 3512-13. 106 L.Ed2d 258 (1H68) (cita-
Hona and quotation marks omitted].

Before this court, the [nsurapce Commis-
sioner argoes that we should affirm the dis-
trict court's abstention on the basb of

1) the Burford sbstention to avaid the dan-
ger of nterfering in Pennsylvania’s admin-
I The McCamun=Fergmom Mct |5 USC

8 10121k (West |FTA) provides in penbnent part
o Act ol Congrens shall ke eamstrued o mvali-

# FEDERAL REPORTER, 3d SERIES

istrative and judicinl scheme for the repa-
lation of msolvent msurers:

i2t the Colorado River abstenton becsuse of
un mportant ooneourrent state courtl uns-
dietion;

(3} the Yourger abstention becnuse there is
an ongoing jodictal procesding im whick
there is an adequate oppopfonity o raiss
constitutional challenges;( and

{4) Thibodour becausy” the “Hlspate ruises
guestions of statglatthearing on malten
of specinl import
The [nsurnnee Commissioner's rationals

appears fo be oAelold: (1) federnl adjudien-

tion thréatery th conflict with impartant state
funexidgsand interests, and (2) the McCar-
rafaFerguson Act enacted by Congress de-

fings the poliey of non interference by the

felfral goverrment tn insurance matters ean-

rolled by the statef

In support of her position. the Commis-
sdoner cltes our declsdon in Lac DAmdcnie
an Gueter. Liee v Americon Home Aasur
anee Ca. B6d F.2d 1083, 1045 (34 Cir.1888),
and Fagler & The Muingl Fire, Morine and
Inland fesuronce Co, 86 F24 &8 (34 Cir
19541, In American Homs we held that
Burford abstention applies to cases invalving
the state regulation of insohment insmirance
companies, such a8 Mutual Fire in this case.
We stated:

Crur analvsis must begin with the propos-
tion that the repulation of fmswreeee com-
ponirs unable to meet thelr ohligutions
entails the type of strong state mieres! =
which applisation of Burford absteston 5
appropriate, Like the valusblo netural re-
pousce involved i Burford, solvent and
healthy lnnmm:rlil:illﬂmm
gtate copeern. The MeCarran-Ferguson
Act specifically provides that it & in the
publiz interest for states to continue serv-
ing their troditional role as the preeminemd
regiclators of nsgrance b the federal sy
tern und findicates the special states of
insurance in the realm of state sovermign:

£

date, impair. or sgperieds any low eoacted &
any Staie for the parposes of regalating the bak:
mess of insorance.

United States
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Americon Home, 864 F.2d at 1045 (eftation
omigted) (emphasis added), Thus, the sourt
ponchuded in Americon Home that “sssump-
ton of jurtsdiction by the lederal court n a
giit mgmwinal an msolvent insurer M liqui-
gation procecdings would be highly disrup-
tve of the state's regulatory scheme™ fd
(emphasis pdded),

In Foster, as in this cuse, the appellant
removed the acton filed by Mutoal Fire's
Commissioner to the United States District
Court for the Esstern Distriet of Pennsylva-
pis, Litigation between the appellant and
the Insurance Commissioner for Mufuz
Fire arose out of & dispute over money mar-
ket nccounts the sppellant, Harris Trust &
Savings Bank (the Bank) handled for Mutual
.: The Bank was the beneficlary of a

v bond fssned by Mutual Fire and when
mutual Fire defoulted on payment of the
bond, the Bank set off the money markst
secounts in partial satisfaction of its unpaid
Colorado River and Burford On appeal,
although we affirmed, we did not analyze or
discuss the ahstention issues, but addressed
the highly controversial dispute as to wheth-
er the removal procedures were tmely, Our
decision in Foater |8 therefore not helpfal to
owr analvsis in this case.

[9] Although the regulation of insolvent
imsurance companies is surely an important
stute interest, this case does not invalve the
compdex and highly regulated issues of nsur-
unce regulation; rather, it is a simple cog-
tract action involving an allegedly ungined

! The complex regulations refuting\to

insurance companies Jb o do

a plans of rehabilitation and, paymient to
poliey halders. Simple \ Lort &c-
tions that happen to insc aan insolvent
inaurunce sOMpany SEeook n‘.ilu:[': of lmpar-
tant state regulstery\ coficern of coEmplex
SLAbe imbEresta. |

In New Obisgns Pub Serv, 491 US. mt
350, 108 DER at 2506, the New Orleans

3., The lmsursnce Commissioner fid prascipes
amd cassed writy of summens to be served an e
Bermuda Corporations in August 1992, On Sep-
sember 14, 1992, the Commanssaner filed i peti-
tiems in Commomwealih Coury o compel pay-
meet of current obligationn past due 1o Mutual
Fire, alleging that the "coart approvesd Pten re-

Public Servics, [ne. (NOPEI) petitioned [or a
rate inerease in energy charpes to cover the
costs of & nuclear plant's constructhon. Un-
dar federal law, such an increase must be
approved by the stute regulatory commis-
gipn, The City, however, refused the in-
creasa, and NOPS] thus brought auit in fed-
eral district coart

Upon review, the Supreme Cours held that
ghstantion was not appropriate because,
“While Hurford & concerned with protecting
complex state administrative processes from
undue federal interferences, it does not re-
gittre abatention whenever there existe such
8 process,” o st 362 108 S0t at 2514, In
that case, a4 i the present one, a complex
regulatory scheme was not at issue, as the
Court merely had to decide whether fedegall
law preempted state low. “Unfike a efiim,
that & state agency has misapplied itg buwful
authority or has fadled to take into.comsider-
ation or properiy weigh relevsnt Sate-luw
factors, federal adjudieation \i¢hip sort of
pee-emption claim wouldy pot dfsrupt the
Stata's attempt to en;uﬁ untformity” of a
loeal problem, fd | &;r: bmitted), as “fnjo
inquiry beyond oiers themaglves and
the wundisputed Tocteathich undertic them is
necessnry ik andey fo discover thal they are
|'r|:n;rrl_l"[jlkmﬂﬂl"-ﬁt'ﬁldﬂﬂ oot * fd at 368,
104 ﬁfﬁ a2515 (citation omitted) (emphssis
added)

Thh, like New Orleonn Pub. Sere. [ne,
the Fase sub judice does not nvolve complex
Buate administrative processes or matters af-
focting vital state policy interests.  Although
the state regulates insohrent insurance com-
panies, simple coptract actions that happen
to igvalve such compenies are not matters of
important regulatory concern or aetions in-
terfering with important stute palicies. The
faderal eourt noed not decide in this exse if
the state has misapplied i suthority. but
rather it must look only to the four cormers
of the treaties to determine i arbitration i

appropriate,

quires the Rchabiliator 10 collect the assets um-
derlyimg the collection of claims against reinsur-
ers.” that the Bermudas Corporations sciuse i
sximfy their obligatiors despite numerous de-
mands for pavenent and requesting the court o
order them o remit immediately, together with
comis and aborney s lers
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[n other words, courts absatsin im suits
ugainst msolvent insurmnce companses for the
sume reasons that distriet eoorts refer bank-
rupltcy cases 1o the bapkruiptey courts: [n-
surance companies tend to lssue identicsl
poticies to o large number of people, render-
ing u single forum necessary to dispose equi-
tubdy af the company's Bmbted asasts so as Lo
avald a race to the courthouse. [d ot 1045
i85  However, sich a concern & nod present
in this case. This i= not & sait against the
insurance company or the [nsurance Com-
milssborer, or o claim on assets of the debtor
Thee ease is an action institsted by the Cam-
missloner against the Bermuda Corporations
to recover an .l];-l:fﬂd ibehi.

The insalvent insurance company, Migdal
Fire, is the plalnefl, rot the defendagt. \AsSVG
result, there is not & large number ' sifmlar-
Iy situnted platntiffs competing Yof ¥ limited
amount of money, The ingolvelt tns rer in
lguidation is not cafled oS’ dissipate it
funds defending mmﬁtte-! Euits across the
country.” Americgn ..Hugn‘.r B4 F2d st 1045
(emphusis addefly “Rather, the nsurance
company |8 thngnl v plaintdT and the defen-
dants arefnot \ndolvent. Thus, this case is
distinpuishabe/from those i which the insol-
vent| [fEnrance company is the defendant,
afithihere is no important state interest here
Ihbved to warrant abstention.

JThe MeCarran—Ferguson Act, strenoously
firgued by the Commissioner before this
court as justifying ahstention, is totally irrel-
evant. This Act, fefer alie providess “No
Act nl"'l:'.'m'l.mm ahall he constreed W
superséde any law enacted by any State for
the purpose of regulating insurance ]
UECA § 1013(b. The acthon instituted by
thie Commissioner in this case has nothing to
da with Pesnsvlvania's regulation of msar-
ance

The Commissioner in this case has subenit-
ted as a supplemental citation of anthority
supportive of its position the recently decided
case al ['niled States Department of fhe
Treasury & Fobe — S . 113 5.C0
2002, 134 L.Ed2d 449 (1953), a8 supporthve
af itx position and the district court’s remand
arder here. That case, however, is inappo-
site. The [ssue there was whether the fader-
al statute, 31 USC, § 3713 preempts an

(ki statute with respect to establishing the
priority af creditors’ claims in & proceeding
to liguidste an insclvent insursnes company,
Under the federal statute, the United States
Department of the Treasufy wyuld have had
first priority upon itselotes #0 a bankrupt
deibtor's obligations, \ Jmder the Ohio sisi-
ate, it would hafe W anly fifth priarity
The Court affirmed /the court of appeals
holding that tge Ohis statute regulstes the
business gf\REtrance to the extent that it is
designied th firther the interests of the in-
supetl, Mathe instant case, however, there is
fi|ssie as o priocity of any claim in the
distribution of Motual's assets or as to
Whether Pennaylvanis'’s statute regulates the
insurance industry. Any federal imtrusion
here will be very limited and will have no
megative effert on the state's regulatory pro-
gram.  See fezo v Bovowgh of Rioer Edgr,
843 F.2d 766 (3d Cir.|38E). The differences
betaeen the Commissioner and the Bermuda
Corporations are whether the sorporations
owe the Commissioner asny money and
whether liability, if any. is to be determined
by arbitration under the FAMA

Ahstention is also insppropriste in this
case because & federnl issue ia lnvaled which
gave the district coart independent federsd
jurisdiction, [fzzo, B3 F.2d af 768 Ameri-
san Home pertained (o n declaratory action
that did not invalve a federal Bsme.  Amer-
can Home, B84 F2d at 1047 (“Moreover, the
instant case exclusively involves |ssuss of
stats law, which weighs in favor of sbsten-
tion."L In contrast, the case sub judice
raises a8 @ defense o federal treaty (the
Convention) and o federal statute (the FAAL
Eving the district court ndependent jurisde-
tion. Thus, the burden on the Commissioner
to demonstrate that abstention [s appropriste
in this case i heightened.  See, eg. Moss
H. Come Memorinl Hosp. 450 U.S, ot 26, 108
BOL at %41 (“[TThe presence of faderal-aw
Baues must ahways be o mujor considerates
weighing aguinst surrender” of jurisdictian. .
Coloradn River, 424 US. at 815 o 21
S.CL at 1245 n. 21 (“Indeed, the presence of
:fader:lhuufnrjwﬁdl:ﬁmmﬁ'rﬂtﬂf
beval of justification noeded for abstenton. b

In sum, Surford abstention &= inspproprr
ate in this cass because no important regui:

United States
Page 8 of 9




3

RODRIGUEZ v. READING HOUSING AUTHORITY 961
Ciimas B Fhd S0 (led Cor. 19801

twory state interests are mvolved in an ordi-
nary action for monies allegedly due the
pluntiff. Also, this case imvolves the federnl
izsue of whether to compel arbitration pursu-
ant to & federal treaty and o federal siatote,
Therefore, the district court erred in decid-
ing to abstain from exercising jurisdiction in
the present case pursuant to Burford
Moreover, becanse there 18 no vital or im-
portant state interest involved in this case,
r.hl.' other types of abstention are similariy
i Zee Colorodo River, 45 US,
ut 500, 08 B.CL at 1238 (shstention |8 neces-
sary wherg there is an imporiond conciFrent
state court procesding of & special and pecd-
linr mature mwvobving a state prerogativel;
Younger, 401 115 at 37, 81 50t st T46
{ahstention = necessary when there = an
angning judirial proceeding regarding u ritad
state interest): Thibodouz 360 U5 at 25, 79
8.0t gt 1070 (abstention i necessary whes a
dispute raises questions of state law bearing
on matters of mubsionetinl public tmport L

I

In sure, the dispute underiying this appeal
ls an ordimary contract action in which the
pluinti® happens o be an insolvent insursscs

company. The state regulstory scheme\wil

not be disrupted by & federal court's dispoaal
of such a saim.

. Moreaver, the state’s intereit iR requlating

isurance companies does fft-seretch to this

situation, becsuse there\ls noba large num-
ber of similarly situstéd, pluintiffs racing to
the eourthouss, m the Commissioner
s merely suinfa\party for an allegedly
unpaid debt.\ TeMiow ahstention here would
e perm]@g'uh-untmn in amy tart or con-
tract acteg) involving & regubated industry,
no matter how attenoated the cammection be-
tween the cause of action and the state regu-
Intions. Soch & result B anomalous, especial-
by in & cass, such as the one sub fedice that
irvolves a federal issue.

Accordingly, the judgment of the district
court will be reversed and the cass remanded
for further procesdings comsistent with this
opinion.

®

Jinette RODRIGUEZ; Milogros Munoz;
Careen Rivern, Appellants,

.

READING HOUSING AUTHORITY: Dan-
iel F. Luckey, in his official capacity ns
Acting Executive Director of Reading
Housing Authority, Appellees.

No, 93=1188

United States Court of Appedls
Third Clrenit.

Dicided NeF~Q\1943.

Minor pppliany/for public housing filed
pction challengifie policy of lecal housing au-
thority, that Fequired mincr applicants to pro-
vidgyudicial decree of emancipation. The
U'nigéd"States District Court for the Eastern
Dikkriet of Pennayivanta, Franklin 5 Van
Anfwerpen, J. E19 FSupp. 1323, entered
summary |odgment In favor of hoosing au-
tharity. Applicant sppealed. The Court of
Appeals, Alito, Ciregit Judge, held that pub-
He housing authority's paliey of not renting to
minor unless emancipated complies with e
partment of Housing and Urban Develop-
ment regulations,

Affirmed.

1. Municipal Corparations S=717.5(I1

Pablic housing authority’s policy of not
renting to minor unless emancipated com-
plies with Department of Housing and Urban
Development (HUD) regulations prohibeting
automatic dendal of admission to partiewar
group or categury af ctherwise eligible appd-
cants and requiring sémission criteria to be
reasonably related to individesl aktributes
and behavior; minor retaining general abilbity
wo disaffirm contracts need not be regared
as eligihle, and general ability to disaffirm
contracts can be viewed as indivichal atirib-
ke,






